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GHANA: KEY ECONOMIC INDICATORS 
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SUMMARY 


The Ghanaian economy continues in a period of relative stagnation, and 
the near-term prognosis is that this will continue despite improvements in 
certain sectors. The economy is heavily dependent upon foreign trade, and 
two-thirds of export earnings come from cocoa. Some progress has been made 
in becoming self-sufficient in food but much remains to be done. Foreign 
exchange constraints have brought severe restrictions in almost all imports, 
and this has affected not only consumer well-being but also industry. Ghana 
may expect to benefit in modest ways from the U.S. Generalized System of 
Preferences (GSP) and from the provisions of the Lome Convention between 
over 40 developing countries and the European Economic Community; in the long 
term there is also potential for significant benefits from the Economic 
Community of West African States (ECOWAS). Inflation is at a very high rate 
and shows little prospect of moderating; the currency remains inconvertible, 
and credit is difficult to obtain abroad. A development plan is expected, 
and good analysis of the country's economic problems is available; the plan 
should help to focus efforts on priority areas. Major development assistance 
programs are under way or being planned from several donors. The government 
continues to encourage foreign investment in certain sectors and under 
specified conditions, but in many cases investment has been withheld pending 
clarification of current indigenization policies. American firms offering 
goods and services in transportation, agriculture, tourism, and related areas 
can still make a significant impact in Ghana despite the constraints in the 
economy generally. 


CURRENT ECONOMIC SITUATION AND TRENDS 


Following a relatively buoyant 1974, 1975 was essentially a year of 
economic stagnation. The prognosis is for relatively level development, 
with growth rates of a modest character and real growth largely absorbed by 
population increases -- i.e., with per capita growth rates essentially zero 
over the near and medium-term future. 


Key sector: foreign trade; key export: cocoa 


As in many developing countries, the key economic sector is that of 
foreign trade. For many years Ghana has been the world's largest supplier 
of cocoa; cocoa and its derivatives account for two-thirds of the country's 
total export earnings. Cocoa is a notoriously volatile commodity in terms 
of price on the world market, and suffers from the twin disabilities of 
being essentially a luxury product, and subject to substitution. Further, 
production is subject to annual fluctuation. The sum of these factors is 
that Ghana is in a poor position to determine from year-to-year what its 
export earnings will be. In 1974 these earnings were considerable as 
world cocoa prices skyrocketed to record highs; in 1975 prices were still 
high by historical standards, but down to almost half of the record levels. 
The long-term prognosis is that by the middle of the next decade the Ivory 
Coast may supplant Ghana as the world's primary cocoa supplier unless Ghana 
takes steps to increase its essentially level production. In 1975 the 
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Government increased the price to the cocoa farmer by 6 2/3%, bringing 
to a total of 100% the increase in producer price since the present 
military regime took power in early 1972. However, these increases are 
well below the rate of inflation, and prices to Ghanaian farmers remain 
significantly below those to producers in neighboring Togo and Ivory 
Coast; this factor encourages smuggling of cocoa out of Ghana. The 
Ghanaian cocoa farmer does receive some subsidized inputs in terms of 
insecticide and sprayers, but there is criticism that these commodities 
are not reaching the farmers in the necessary quantities or at the 

right times. There is insufficient replanting and upgrading of cocoa 
trees; accordingly, the average age of cocoa trees is increasing (as, 
indeed, is the average age of cocoa farmers), and yields are falling as 
a result. On the positive side, the Government of Ghana recognizes the 
dangers, has obtained some World Bank assistance for cocoa rehabilitation, 
and has declared its intention of working to remain the world's most 
important cocoa supplier. As an earnest of its intention, early in 1975 
it created a separate Ministry of Cocoa Affairs. 


The next most important foreign exchange earner for Ghana, though a 
distant second, is timber. The world timber market was in recession in 
1974 and 1975, and the prognosis appears to be for slow recovery, as 
construction and furniture manufacture in the developed countries pick 
up slowly. Minerals, led by gold, account for most of the rest of Ghana's 
exports. Most of these minerals are in the raw state, but an important 
factor in Ghana's industry is the U.S.-owned aluminum smelter at Tema, 
which imports alumina and exports ingots. 


Imports: almost everything, and subject to restrictions 


While Ghana has a wider industrial base than most of its neighbors, 
nonetheless it is highly dependent upon imports of manufactured goods as 
well as inputs for its industry and even considerable foodstuffs. As 
export earnings increased in 1974 imports were allowed to increase markedly, 
and the Government feared losing control of the situation. Accordingly, in 
September 1974 severe import restrictions were imposed, and import licenses 
for 1975 were very slow in being issued. As a result, imports were cut back 
and the flow of foreign exchange reduced, but the country began to lack many 
commodities, including industrial inputs and spare parts. Most industries 
had to cut back production and some had to shut down entirely for periods, 
while consumer goods became increasingly difficult to find. Import licenses 
for 1976 began to be issued about the beginning of December 1975, several 
months earlier than for the previous year, allowing importers, including 
industries, to plan the year better. It remains to be seen whether the 
issuance of import licenses will more nearly reflect national needs than was 
the case for 1975, when it seemed to some critics insufficient attention was 
paid to the need for setting priorities. 
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Like all other non-producers of oi1, Ghana suffered from the world-wide 
escalating cost of petroleum. Nearly 20% of Ghana's import bill is now 
accounted for by this one commodity. However, Ghana is more fortunate than 
many in that with only minor exceptions, it does not require petroleum for 
most of its electricity generation -- due to the major Akosombo Dam hydro- 
electric complex --, and since it has a petroleum refinery which meets 
domestic needs, except for some lubricants. 


The United States dropped to third place, after Britain and Federal 
Germany, as supplier to Ghana in 1974. (1975 data will not be available 
for many months.) U.S. sales in fact increased in value, but not as much 
as its competitors. In 1974 Ghana's external trade balance moved into 
deficit -- $89 million -- from healthy surpluses in 1972 and 1973 ($149 million 
and $178 million, respectively). Total imports and exports in 1975 are 
expected to be roughly equal. 


Special arrangements 


Ghana grants no preferential tariffs or other special concessions to 
some suppliers which are not available to others. It is a signatory to the 
1975 treaty establishing the Economic Community of West African States 
(ECOWAS), which holds promise for some economic integration and an eventual 
free trade zone among the fifteen signatory states. While Ghana and a 
majority of the signatories have ratified the treaty, its implementation is 
expected to be long-term, and even the commencement of programs under the 
treaty must await implementing protocols, whose negotiation will probably 
be lengthy and difficult. Nonetheless, should these arrangements be con- 


cluded there is hope that Ghana and the other ECOWAS states will find wider 
markets than just their domestic ones and may be able to rationalize some 
of their production and marketing. 


Ghana is also one of the 46 ACP (Africa/Caribbean/Pacific) countries 
which have entered into the 1975 Lome Convention with the European Economic 
Community (EEC) and its nine member states. As of this writing, the Con- 
vention is awaiting ratification by its European members. Under its terms, 
the 46 developing country members receive certain benefits in the European 
market, and are eligible to benefit from the EEC's commodity stabilization 
fund (STABEX). Ghana retains its membership in the Commonwealth, but its 
preferential trading arrangements have been supplanted by the newer arrange- 
ments described above. 


Finally, Ghana is one of the many developing countries which are 
beneficiaries of the Generalized Scheme of Preferences (GSP) which went into 
effect in the United States on January 1, 1976; most other developed countries 
have varying GSP provisions as well. Under the United States GSP program, 

a very significant number of manufactured and semi-manufactured goods can 
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enter the United States duty-free if they originate in beneficiary countries 
and do not exceed certain specified limits. While Ghana's export of manu- 
factures and semi-manufactures is not yet large, there is potential for Ghana 
to capitalize upon these generous provisions. 


Finance 


Like many developing countries with significant dependence on external 
factors, Ghana suffers from a high rate of inflation. Current rates are 
estimated to be in the 35-40% range annually. The currency, the cedi, 
is inconvertible, but is sold at a substantial discount on a black market. 
The Government budget for the fiscal year which began July 1, 1975 had some 
measure of austerity in it, and was a conscious effort to attack some of 
the root causes of inflation, though results thus far appear to be minimal. 
That budget brought sharp increases in the selling price of beer and petroleum 
products (which were rapidly reflected in increased transportation costs), 
and large raises in standard income tax assessments and in individual and 
corporate income tax rates. The annual budget document attempted to keep 
the current expenditure portion of the budget in balance, and it may well 
succeed in this effort. 


The credit picture remains mixed. At the time that the Nkrumah govern- 
ment was overthrown in 1966 the country had a crushing external debt burden. 
A significant portion of that debt, owed largely to Western European govern- 
ments, was rescheduled in 1974 by mutual agreement. The present Government 
has made efforts to honor its financial commitments, and continues to pay 
as its resources allow. There are some short-term commitments from the 
early 1970's which it plans to pay off by 1977. Other obligations are being 
met. On the other hand, a number of firms, notably those in the conmercial 
(as opposed to industrial) sector which have been operating in Ghana since 
before Independence in 1957, have been unable to remit profits and other 
legitimate proceeds for many years. The Government of Ghana does not deny 
its liability for these debts and remittances, and has made no attempt to 
nationalize these financial assets held in cedis by foreigners; there is 
also no discrimination, as far as we are aware, in periodic payments being 
allowed against these claims. Nonetheless, all of these factors combined 
with the foreign exchange situation have made it difficult for Ghana to obtain 
external financing. The outlook is for more of the same. 


Foreign assistance 


There are a number of major assistance projects recently authorized 
on which significant expenditure will be occurring during the next 12-18 
months. The IBRD (World Bank) ,which is the largest contributor to Ghana's 
development programs, will be carrying out projects in highway rehabilitation, 
telecommunications expansion, cocoa rehabilitation, oil palm schemes, water 
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supply systems, and livestock development. Additional projects in power 
expansion and rural development are being planned. U.S.A.1.D. has committed 
a $19 million loan for financing selected priority imports and is preparing 
additional projects concerned with small farmand rural development and health 
services. The United Kingdom, Federal Germany, and Canada are also carrying 
out major development programs in Ghana, and the European Economic Community 
is planning to establish an office in Accra preparatory to undertaking 

new development projects. 


Development 


For a considerable period the Government of Ghana has projected a five- 
year development plan. A booklet of official "guidelines" for such a plan was 
issued in January 1975; the actual plan itself, however, has been repeatedly 
delayed and, as of this writing, has yet to appear. The "guidelines" were an 
impressive document with an excellent analysis of the economic problems which 
the country faces. The "guidelines" listed the following goals: (1) economic 
growth and expansion of the production base, (2) full employment, (3) more 
equitable income distribution, (4) promotion of national economic independence, 
(5) maintenance of a reasonable external payments balance, and (6) reasonable 
price stability. Throughout the "guidelines", and indeed in most Government 
of Ghana pronouncements, agriculture is given pride of place; the "Operation 
Feed Yourself" and "Operation Feed Your Industries" programs for agricultural 
self-sufficiency continue as cornerstones of government policy. The means 
listed in the "guidelines" to achieve its lofty objectives are (1) increased 
exports, (2) minimization of foreign exchange constraints, (3) promotion of 
agricultural/industrial linkage and complementarity, and (4) emphasis on 
low-capital, labor-intensive investment. Major planning assumptions are 
continuation of a 2.7% annual population growth, per capita consumption 
growth of 2% annually in real terms, average capital/output ratio of 3%, 
approximately 6% of gross domestic product (GDP) allocated for capital 
depreciation, and 2% annual growth in real exports. The over-all stated 
aim is a 5.5% average annual growth in GDP. Achievement of these rather 
optimistic levels would result in significant progress toward the stated 
goals. 


Foreign investment 


The present government has for a long period stated its intention to 
"capture the commanding heights of the economy." Early in its existence 
it issued an Investment White Paper, and later implemented portions of it by 
taking control of the timber and mining industries. Generally compensation 
was mutually agreed by foreign owners. In late April 1975 the Government 
of Ghana issued its Investment Policy Decree, 1975, which called for Ghanaian 
-- not necessarily government -- participation in a wide variety of economic 
sectors, ranging generally from 40% to 55% but including 100% Ghanaian owner- 
ship in some small trades. The effective date of this decree is in 1976, and 
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the business community has been awaiting decisions from the government 
committee set up to evaluate the assets which must be sold to Ghanaians. 

The government has stated that it intends to be fair in its valuations and 

to permit repatriation of proceeds abroad. However, new investment has 

been inhibited from coming into Ghana pending the resolution of this issue. 
There is also considerable doubt whether there is sufficient capital available 
in private hands to make the necessary share purchases of foreign-held firms, 
as well as to sell the development budget bonds to the public which the 
government intends. Further, the foreign exchange constraint places in 

doubt the country's ability to remit proceeds abroad from sale of shares 

in foreign-owned enterprises to Ghanaians. 


Not all foreign investment has been frightened off, however. By far 
the largest foreign investment in Ghana is the Volta Aluminium Co., Ltd. 
(VALCO), a large aluminum smelter owned 90% by Kaiser Chemical and Aluminum 
and 10% by Reynolds Metal, both of the U.S. VALCO is in the midst of an 
expansion which will increase its smelting capacity by 25% and will bring 
U.S. investment in Ghana to more than that of any other country, and to 
probably more than one third of the total. And the Kaiser organization 
appears shortly to make a significant investment in rice growing in the 
Accra Plains in association with U.S. and Government of Ghana agency partners. 
At a much smaller dollar level, but still significantly, Firestone Ghana 
Limited (owned 60% by the Akron firm and 40% by agencies of the Government 
of Ghana) is undergoing a modest expansion of its tire manufacturing plant. 


The Government of Ghana is not ideological in its approach toward the 
economy, continues to allow and indeed encourage the private sector in many 
areas, and welcomes much foreign investment on terms which allow Ghanaian 
participation. Certain incentives continue to be offered. Among the areas 
in which important foreign firms are active is petroleum exploration (most 
of the offshore drilling has been conducted by American companies), petroleum 
marketing, large-scale retailing, agency representation, banking, pharma- 
ceuticals, and some consumer product manufacturing. The government seeks 
foreign participation in agricultural projects, tourism development (notably 
including hotels), and a variety of industries which can use indigenous raw 
materials and/or which can be export oriented. The government has recently 
given tentative approval to a large-scale free port operation in Tema which 
is being promoted by a German syndicate with Bahamian connections. The 
government also seeks assistance and investment in developing iron ore and 
ferromanganese projects, and is actively looking for international financing 
for additional hydroelectric projects at Kpong, just downstream from the 
present large Akosombo complex, and at Bui in the north. 
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IMPLICATIONS FOR UNITED STATES BUSINESS 


The Ghanaian market and investment climate is not an easy one, but it 
offers significant potential for U.S. firms which can supply high-priority 
products and services and which have the experience and patience to deal in 
a market with the constraints described. As a measure of interest in the market 
eighteen U.S. firms are participating in an official United States Exhibit 
at the Third Ghana International Trade Fair at Accra in February 1976; most 
of these are already in the market. In addition, four U.S. Department of 
Commerce-sponsored trade. promotion events are planned for Ghana in U.S. Fiscal 
Year 1977, which begins October 1, 1976. 


One area which bears careful attention is the transportation field. 
As a result of the major port congestion in Lagos, Nigeria, interim arrange- 
ments were entered into to unload Nigerian-bound cargo in the two Ghanaian 
ports of Tema and Takoradi and to truck them -- primarily in Ghanaian-owned 
equipment, of which there is insufficient quantity -- across Togo and Benin 
(formerly Dahomey). The whole project has been put in doubt because of the 
closure for several weeks of the Togo-Benin border and because of lack of 
Ghanaian transport, storage, and Some cargo-handling equipment. However, 
there is important potential for U.S. suppliers of all of these products, 
in which the United States is often highly competitive. 


The Ghanaian railways are antiquated, and will require considerable 
right-of-way work as well as all kinds of rolling stock. Over the longer 
term, Ghana Airways will likely find the finance which has thus far eluded it 
in purchasing long-range aircraft, especially as its aging VC-10 needs 
replacement. Finally, the national shipping company, Black Star Line, is 
reported to be in the market for used tankers as well as general cargo 
vessels. 


The whole range of agricultural inputs offers important markets and 
investment opportunities. As already noted, the Government of Ghana ascribes 
highest priority to this sector. Agricultural equipment, seeds, fertilizer, 
breeding stock, rice mills, and grain storage facilities all offer promise. 


Another sector in which equipment is badly needed and will undoubtedly 
be ordered regardless of foreign exchange constraints is building and 
construction equipment and materials. Again, American firms should be able 
to provide a significant proportion of these needs. 


Should the free port project at Tema come to fruition, there may be 
important opportunities for manufacturers and assemblers of relatively 
unsophisticated equipment to use this facility to supply other West African 
and even more distant markets. Finally, tourist facility developers and 
managers who are willing to take equity participation may find modest 
opportunities in Ghana. 





Telephone Directory of 
Country Marketing Managers 


Commercial and economic information on most trading partners of the United 
States is available from the Bureau of International Commerce, U.S. Depart- 
ment of Commerce. 


The Bureau is organized geographically with a Country Marketing Manager 
responsible for a country or group of countries as listed below. Assistance or 
information about marketing in these countries may be obtained by dialing 
these key people directly: 202-967 plus the given extension. 


Africa Far East 
West and Central Africa 3865 Australia and New 
East and South Africa 4927 Zealand 3646 
Europe East and South Asia 5401 
France and Benelux Japan 2425 
Countries 4504 Southeast Asia 2522 
Germany and Austria 5228 Latin America 


Italy, Greece and Turkey 3944 
Nordic Countries 3848 
Spain, Portugal, Switzer- 

land and Yugoslavia 2795 
United Kingdom and 


Brazil, Argentina, 
Paraguay and Uruguay 5427 
Mexico, Central America 
and Panama 2314 
Remainder of South 


Canada 4421 America and Caribbean 


Countries 2995 


Special units within the Department of Commerce have been created to deal 
with particular marketing situations: 


Commerce Action Group for the Near East 


North Africa 5737 
Near East 
Bahrain, Iraq, Jordan, Kuwait, Lebanon, Oman, 
Peoples Democratic Republic of Yemen, Qatar, 
Saudi Arabia, Syria, United Arab Emirates, Yemen 
Arab Republic 5767 
Iran, Israel, Egypt 3752 


Bureau of East West Trade 


Eastern Europe 2645 
USSR 4655 
Peoples Republic of China 3583 
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